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Floor Situation:

The House is scheduled to consider the conference report to H.R. 434 on Thursday, May 4, 2000.
Conference reports are privileged and the three day rule was waived by the Rules Committee late last
night.  It is debatable for one hour equally divided between the Majority and Minority Leaders and is
subject to one motion to recommit.  Earlier this morning, the Rules Committee granted a rule waiving all
points of order against the conference report and its consideration.

Conference Highlights:

The conference report to H.R. 434 authorizes new trade and investment policies for sub-Saharan Africa
and the Caribbean by unilaterally expanding export markets. Additionally, it grants CBI parity by expanding
the existing CBI by providing for additional tariff preferences on products not previously covered.

H.R. 434-African Growth and Opportunity

Extension of Trade Benefits to Sub-Saharan Africa.  The conference report amends the Generalized
System of Preferences (GSP) program, Title V of the Trade Act of 1974, by inserting a new section 506A.
This new section authorizes the President to designate certain countries as beneficiary SSA countries
eligible for certain enhanced benefits under the GSP program.  In order to be designated as a beneficiary
SSA country, and therefore eligible for the benefits set forth in this section, a country must satisfy three
criteria: first, the president must find that the SSA country has established or is making continual progress
toward establishing a market-based economy, a democratic society, and certain economic policies; sec-
ond, the country must meet certain human rights standards; and third, the country must satisfy the eligibility
criteria for the GSP program.
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Treatment of Textile and Apparel Items.  The conference report provides beneficiary SSA countries
(as designated under the new section 506A of the Trade Act of 1974) with duty-free and quota-free
access to the U.S. market for certain textiles and apparel products. Duty-free and quota free benefits
will be extended to:

• Apparel articles assembled in beneficiary SSA countries from U.S. yarn and fabric.

• Apparel made in Africa from regional fabric made with regional yarn, up to a cap ranging from
1.5 to 3 percent over eight years.  Includes within the cap, duty free and quota free benefits for
4 years to apparel made in Africa from third country fabric by any “least developed” African
country (defined as a country with per capita GNP below $1500).

• Knit-to-shape sweaters made from third country yarns not available in the U.S. (including silk,
cashmere and merino wool); creates process to include additional non-available items.

• Requires the lifting of all existing quotas on textile and apparel products from Africa.

• Establishes a surge mechanism whereby duties may be “snapped back” to non-preferential
levels if an article qualifying for benefits is being imported in such increased quantities as to
cause serious damage or the threat of such damage to the U.S. industry producing the like
article; creates transparent procedures and deadlines for such a mechanism.

In order to receive these benefits, a beneficiary SSA country must (1) adopt an effective and efficient
visa system to guard against unlawful transshipment of textile and apparel products and the use of
counterfeit documents; and (2) enact legislation or regulations that would permit the U.S. Customs
Service to investigate thoroughly allegations of transshipment through such country.  The conference
report authorizes $5.9 million in additional funding for Customs transshipment enforcement to ensure
that Customs has the resources necessary to provide technical assistance to beneficiary SSA countries.

U.S.-SSA Free Trade Forum.  The conference report directs the president to establish a United
States-SSA Trade and Economic Cooperation Forum with interested SSA countries.  The purpose of
this Forum is to foster close economic ties between the United States and SSA by encouraging meetings
between private sector, governmental, and nongovernmental leaders to discuss expanding trade and
investment relations between the United States and SSA.  This provision also directs the president to
meet with the heads of the governments of interested SSA countries for the purpose of discussing
expanding trade and investment relations between the United States and the SSA countries.

Negotiations Toward Free-Trade Agreement.  The conference report directs the president to
examine the feasibility of negotiating a free trade agreement with interested SSA countries.  If the
president finds that such an agreement is feasible, then the president must provide a detailed plan for
such negotiations that outlines the objectives, timing, potential benefits to the United States and SSA
countries, and likely economic impact of any such agreement.

HIV/AIDS.  Expresses the sense of the Congress that U.S. businesses should be encouraged to
provide assistance to sub-Saharan Africa to prevent and reduce the incidence of HIV/AIDS, including
use of a Response Fund to coordinate the collection and distribution of assistance.
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Major Changes from the House-passed Bill:

U.S.-Caribbean Basin Trade Enhancement.  Preserves the United States commitment to Caribbean
Basin beneficiary countries by promoting the growth of free enterprise and economic opportunity in
these neighboring countries and thereby enhances the national security interests of the U.S.  This mea-
sure extends the trade benefits established through the Caribbean Basin Economic Recovery Act, which
was enacted in 1984, through 2008.

This measure includes findings setting out the underlying rationale for expansion of the CBI program.
The purpose is to provide opportunities that will enhance the beneficiary country’s economic develop-
ment and integration into the international trading system, while providing expanded export opportunities
for U.S. goods as a result of the increased trade and economic growth that the enhanced CBI program
is designed to foster.

Textiles: Duty-free and quota-free treatment are immediately extended to:
• Apparel articles made in the Caribbean Basin from U.S. yarn and fabric.

• Knit apparel made in CBI from regional fabric made with U.S. yarn and knit-to-shape apparel
(except socks), up to a cap of 250 million square meter equivalents, with a growth rate of 16%
per year for the first three years; extends the benefits for an additional category of regional knit
apparel products up to a cap of 4.2 million dozen, growing 16% per year for the first 3 years.

The measure includes provisions specifically designed to promote U.S. exports and the use of U.S.
fabric, yarn, and cotton.

Benefits are extended to certain products from countries that are signatories to free trade agreements
with the United States.

Benefits under Caribbean Basin Trade Partnership Act are conditioned on countries continuing to meet
conditions including intellectual property protection, investment protection, improved market access for
U.S. exports, and whether the country is taking steps to afford internationally recognized workers rights.

The bill requires that eligible countries implement strict and effective Customs procedures to guard
against transshipment.  Under a “one strike and you are out” provision, if an exporter is determined to
have engaged in illegal transshipment of textile and apparel products from a CBI country, the President
is required to deny all benefits under the bill to that exporter for a period of two years.   Those guilty of
transshipment violations are subject to treble charges to existing textile and apparel quotas.

Other provisions:

• Requires countries to implement their commitment to eliminate the worst forms of child labor in
order to receive benefits.

• Requires USTR to periodically change products on any section 301 retaliation list, in whole or
in part, unless a settlement is imminent or petitioners agree not to change the list (carousel).

• Establishes a permanent agricultural ambassador within USTR.
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Legislative History:

The House passed H.R. 434 on July 16, 1999 by a vote of 234-163.  The Senate passed its version
(S. 1387) on November 3, 1999.

Other Information:

For information on H.R. 434 as it was debated in the House, see Legislative Digest, Volume XXVIII,
#20, July 9, 1999.
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